Lettere da Bruxelles.

Continua, con i documenti qui allegati, I'illustrazione dei lavori del Financial Service Consumer Group.
Ultimamemente la Commissione ha richiesto un parere sui lavori degli esperti incaricati di studiare
modifiche alla Direttiva sugli strumenti finanziari al fine di facilitarne la circolazione e la allocazione
all'interno dell'Europa. E' un argomento molto delicato, specie per noi italiani, vittime dei ripetuti scandali
Parmalat, Cirio, etc.

Ecco, quindi:

1- la lettera di richiesta del nostro parere da parte della Commissione

2- 1l contributo del membro tedesco dell'lFSCG

3- il contributo del membro italiano dell'FSCG

4- la lettera di commento della Commissione al membro italiano sul suo contributo

Tale ultima lettera contiene I'indirizzo web in cui sono confluiti tutti i contributi sul tema e che
condurranno alla compilazione del libro bianco propedeutico alla formulazione della nuova Direttiva.

Gianni Colangelo
(Responsabile Adusbef Abruzzo)
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On behalf of the European Commission, I would like to thank you for your response to
the Expert Group reports on Investment Funds in Europe.

63 comments were received by the end of September with 34 responding to both the
Expert Groups. These reports as well as the reactions will contribute to the policy
debate on improving the environment of Europe's asset management industry.

All contributions — except those for which confidential treatment has been clearly
requested, together with the summary report of the reactions will soon be disclosed on
our website:

http://europa.cu.int/comm/internal market/securities/ucits/index en.htm

The summary of reactions does not seek to comment on the different positions but it
represents a useful insight to the concerns of stakeholders. The target date to publish
the White Paper on investment funds is mid-November and this will outline the future
priority actions required in this important sector.

I thank you once again for your contribution to this important policy debate and look
forward to working with you to improve the European regulatory environment for this
important business.
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Yours sincerely,
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Commission européenne, B-1049 Bruxelles / Europese Commissie, B-1049 Brussel - Belgium. Telephone: (32-2) 299 11 11.
Office: C107 5/68. Telephone: direct line (32-2) 296 30 07.

http://feuropa.eu.int/‘comm/internal_market/
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Financial Services Consumer Group

DISCLAIMER - The Financial Services Consumer Group (FSCG) as a sub-group of the
European Consumer Consultative Group (ECCG) is a consultative group set up by the
Commission, entrusted to represent the interests of consumers at the Commission and to
ensure that consumer interests are properly taken into account in EU financial services
policy development. The opinion of the FSCG does not reflect the opinion of the
Commission or one of its Services.

19.09.2006

Opinion of the Financial Services Consumer Group

Response to the Report of Expert Group on the
Investment Fund Market Efficiency

Background

In July 2006 the Commission — DG Markt — published a report reflecting
the outcome of discussions within the Expert Group on Investment Fund
(UCITS) Market Efficiency over the period February — June 2006. The
report should provide an assessment of the extent to which the existing
EU legislative framework curtails the efficiency of the European fund
industry. It provides a clear statement of the main expectations and con-
cerns of the industry and sets out recommendations for harnessing the full
potential of an integrated single market for investment funds. The Com-
mission services have wished to submit this assessment to wider scrutiny
and open debate before developing a basis for a formal position. Stake-
ho!r(]jers have been invited to send written comments before September
20"

FSCG Position

We are grateful for the opportunity to comment on the report of the expert group
on Market Efficiency of Investment Funds (UCITS). We find the report very useful
but several aspects were not adequately addressed which we will show below.
The FSCG don't want to cover all issues but concentrate on those issues that
seem most relevant to consumers/investors.

The FSCG welcomes the Commission’s initiative to involve industry practitioners
to come up with proposals for improving the investment funds regulation. It would
however have been wise also to include consumer/investor representatives in a
more direct way than just as observers. Greater consumer involvement in the
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policy making can be one step towards balancing interests of providers and
consumers, thus facilitating the process towards the European single market.

1. Getting products to the market more quickly
a. Authorization and notification

We do not object to the introduction of time limits on authorization for the sale of
UCITS in the home Member State or on notification for marketing in other
Member States. This measure could increase the choice for consumers/retail
investors in national markets, especially in the smaller Member States. It must
also be prevented that comparable substitute products such as certificates are
regulated compared with UCITS; the UCITS and the Prospectus Directive
provide different rules in this regard.

But the time limit would of course require the regulator to come to a good
decision, not as the expert group seems to say, just to approve the application.
From our point of view the notification can not just be seen as an annoying
double-check by the host Competent Authority. In the host state the notification
has to guarantee that marketing and distribution of the fund is compatible to the
marketing and distribution rules of the host State without of course being
prohibitive. Regulators must be allowed enough time to carry out their proper
functions taking into account that competing mass market retail products should
be regulated in a coherent, proportionate and consumer-oriented way.

Concerning the definition of what an appropriate limit time would be, we
recommend input from the CESR regulators. As there is no time limit for
authorization but an average of two to four months and for notification of two
months® the experts group’s suggestion for time limits (20 business days for
authorization, 3 days for notification) appears too short, especially the 3 days
notification limit.

We support time limits but the supported limit must guarantee and ensure that
consumer protection is not jeopardized.

b. Simplified prospectus

The simplified prospectus is a difficult document consumers often don't
understand, especially as this document in most cases is too long, not written in
plain language, not standardized and not transparent.

Therefore we strongly disagree with the expert group’s view that for the decision
on liability of a provider a defective simplified prospectus should be read together
with the full prospectus. This suggestion is undesirable. To argue that the
consumer’s right to compensation because of a defective simplified prospectus
could be neutralized because of an incomprehensible and often not assigned full
prospectus is unacceptable. Investors should be protected from misleading,
inconsistent or inaccurate simplified prospectuses whatever is in the full

! Article 46 UCITS Directive, 85/611/EWG
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prospectus. Information solutions per se offer limited protection in complex
markets: Many consumers do not read complex financial documents especially at
the point of sale where pressure may be exerted to buy a product. Therefore, it is
important that the simplified prospectus is consistent, correct, understandable
and comparable if it is to be effective. The best way to achieve these objectives
ate standards and guidelines to be set down by regulation. Allowing individual
firms discretion and flexibility will lead to confusion and will be difficult or even
impossible to monitor. Therefore we ask for standardization of the simplified
prospectus and not for a flexible format, like the expert group. The consumer
must get transparent, brief, standardized, coherent and comparable information
given to them on rather few pages.

In many Member States (e.g. in 8 127 German Investmentgesetz) consumers
can claim compensation if the simplified prospectus is false (without taking into
account the full prospectus). We demand that in a pan-European market
consumers must be also in a position to rely on the information of the simplified
prospectus.

The information must be given in the consumer’s national language (see below)
and include details as to the underlying financial instruments and its risks, a Total
Expense Ratio/TER (first developed by Fitzrovia) - that really deserves the name,
contains all yearly cost elements (“all-in-fee”) and is calculated in a harmonized
manner, an understandable description of the portfolio strategy and references to
the detailed information in the full prospectus.

Besides the concrete disclosure of the risk factors of the investment especially a
standardized cost ratio covering all cost elements is of utmost importance. In
many markets a lack of competition exists, e.g. the Danish Competition
Authorities have analyzed the Danish UCITS market and found out that they are
approximately 25% too expensive. At the moment some important cost factors in
some countries don't have to be included in the TER like costs for transactions
within a fund (e.g. in Germany, see § 41 Investmentgesetz). Whereas the
disclosure of the TER is common in the USA, Europe lags behind.

In order to develop a commonly accepted European standard of a simplified
prospectus we suggest to consulting the involved parties, like the UCITS
industry, consumer protection, supervision, marketing experts and sales and
distribution experts; the workshops held by the Commission in 2006 provide a
better basis for taking this work forward than the expert group’s report. The
development of a suitable standard should in any case be completed by market
testing.

c. Language

We disagree with the expert's group opinion and therefore also with Article 44 of
the UCITS Directive that allows not to translate the simplified prospectus into the
host states language in the case of cross-border selling. From our point of view
the understanding of the simplified prospectus is much more difficult if it is not
written in the native tongue. But this understanding is important in the context of
the decision for an investment.
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We also disagree with the expert group’s suggestion that the translation of the
simplified prospectus should not be pre-checked by the host Competent
Authority. This raises concerns about misleading or wrong translations of the
simplified prospectus not pre-checked by the host regulator. The motivation of
the pre-check is not to delay the selling of the fund. But it is important to ensure
before the selling that the translation of the prospectus is clear and accurate. A
clear framework should be designed defining the role oh the host regulator in
developing the guidelines for translation requirements as well as the conse-
guences to the provider for misleading translations.

From our point of view consumer protection must be seen as a preventive
instrument. Therefore the simplified prospectus should be translated in the
language of the host state and the Competent Authorities should have to check
the translated simplified prospectus before the fund can be sold.

2. Facilitating UCITS mergers

We agree with the evaluation that the European UCITS industry is characterized
by a high degree of fragmentation (the size of EU-UCITS is at an average 1/3 to
1/5 of USA-UCITS). Suboptimal sizes of funds lead to relatively high costs of
management and administration. Facilitating UCITS mergers could improve
efficiency of many investment funds permitting them to achieve greater
economies of scale. For this reason we support mergers provided that consumer
and investor rights are respected.

Therefore investors must be given adequate information regarding the merger,
for example changes of costs, changes of tax treatment and changes of the
portfolio strategy. All the relevant information must be given in good time before
the merger so that investors are able to evaluate the consequences for their
investment. In this respect the definition investor information prior to the merger
should be clearer, e.g. the simplified prospectus of the receiving fund should be
not only ‘offered to be provided to investor’, but should be sent to the investors
without any explicit request on their side.

Consumers must also be given the right to exit the merged fund without any
charges.

Another very important point concerning fund mergers is to avoid adverse tax
consequences for consumers. It must be impossible that cross border mergers
cause adverse tax consequences to consumers. So, if there is legislation to
facilitate mergers, it should be accompanied by a taxation directive protecting
consumers from adverse consequences.

Last but not least, funds that are going to be merged must give evidence towards
their Competent Authority that the merger leads to a greater efficiency and cost
advantages for the investors.

3. Allowing pooling techniques

As stated by the UCITS industry pooling the administration of different funds that
are similar to each other lead to returns of scales. This instrument can already be
used nationally. But with respect to cross-border pooling we see problems for
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example caused by different tax-treatments or different requirements because of
different national law.

For this reason we are asking for pooling only being acceptable if consumer/
investor protection is guaranteed (e.g. prevention of disadvantages of rising
costs, of rising tax-payments, of unwanted, changing portfolio strategies).

4. Making the Management Company Passport work

The FSCG supports measures leading to a grater efficiency and access to better
performing products. Investors in host states will however need to be able to
contact a representative of the management company in their host state to deal
with questions and problems that arise.

Furthermore the FSCG sees an urgent need for ethical standards for fund
managers to be developed.

Going beyond this, we consider it necessary that all market participants being
involved in the buying, selling, management and governance have to disclose
any conflicting interests in an effective way.

5. More freedom for the Depositary

The role of depositaries is an important one from the point of view of investor
protection and confidence as they have to oversee the activities of fund
managers and to prevent improper behavior with the assets of investors.

We are however reserved to the idea of a depositary passport, as is the Expert
Group, unless investor interests and their reliance on responsibilities of
depositaries are not met adequately. Any harmonization should consider this.

From our point of view the distribution of the control to two different Competent
Authorities should be thought over, as this must not lead to a lack of efficiency
(e.g. by different administrative procedures) and uncertainty of investors. There
are wide differences between the Member States regarding the control, function
and responsibility of the depository bank. For this reason a depositary passport
could lead to custody-arbitrage and therefore threaten consumer protection and
confidence.
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About the protection of investors and savings (namely consumers) in U.C.1.T.S.

It is not enough to claim for consumer’s protection and transparency in investment contracts. We
need to suggest some concrete and clear enforcements to put into effect such principles. | suggest
the following ones.

1. Risk disclosure in Prospectus Simplicity in Prospectus should be warranted. But also the
complete and clear information is necessary. First of all the Prospectus should declare if the
investor will risk :

a) the invested capital; in this case the risk involves also the interest
b) only interest; in this case the capital repayment is warranted
The Prospectus should analytically disclose what are the risk factors.

2. APY disclosure Some UCITS are sold together with loan contract. In that case, the
professional borrows money to the consumer to let the him investing in UCITS. That means
the contract consists in both, contract of credit and contract of investment; namely there is a
cost (loan APR) that is sure and a yield that is not sure. It is obvious that in this case it is
not easy for the consumer to appreciate the convenience of the investment, also considering
that there is a risk factors. That is only an example among several to show how much the
requirement of disclosure of actual yield is necessary. So that the actual APY (Annual
Percentage Yield) disclosure, expressing the balance between the expected yield and all
negative costs burdening the consumer, should be enforced. As for Consumer Credit
Directive, a formula and criteria for calculating the expected actual APY should be
enforced. According to the above point 1, even the risk factors which can affect the yield
should be clearly specified, monitored and the consumer should be immediately informed
about its variations .

3. The conflict of interest There are cases where Bank debtors are present in Bank corporate
governance or vice versa. In that cases the investments in UCITS who bear such kind of
conflicts of interests should be enforced to be proposed only to the professional investors.
That means that the sale of such UCITS to the consumers should be forbidden. This is to
avoid cases like Parmalat, Cirio, etc.
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Da: Francesco.GAETANO@cec.eu.int

g_colangelo@yahoo.it, dominique.forest@beuc.org, rgoedhart@consumentenbond.nl,
dermott.jewell@consumerassociation.ie, bostjankrisper@hotmail.com, martti.luukko@kuluttajaliitto.fi,
mick.mcateer@which.co.uk, janerik.nyberg@sverigeskonsumentrad.se, presidente@adicae.net,

A: mreuter@vki.or.at, BObSCHMITZ@compuserve.com, asociaciask@stonline.sk, smejkal@consumers.cz,
westphalman@aol.com, aadlaw@otenet.gr, cyconsas@spidernet.net, bacc@club-internet.fr, laj@fbr.dk,
info@vartotojai.lt, n.klemola@anec.org, tarbliit@uninet.ee, fmaes@test-aankoop.be, sarbu@pcnet.ro,
vasas@ofe.hu, art@rea.lv, ola@federacja-konsumentow.org.pl

Irmfried.Schwimann@cec.eu.int, Niall.Bohan@cec.eu.int, Veronique.Arnault@cec.eu.int,
Dirk.Staudenmayer@cec.eu.int, Rossella.Delfino@cec.eu.int, Ruth.LOPIAN@cec.eu.int,
Sarah.LYNCH@cec.eu.int, Simon.COTTEE@cec.eu.int, Marie-Charlotte.VAN-LAMSWEERDE®@cec.eu.int,
Uwe.EITELJOERGE@cec.eu.int, Maria-Dolores.MONTESINOS-TRIGO@cec.eu.int

CC:
Oggetto: Contribution of consumer representatives to the reports of indust ry working groups on asset management
Data: Fri, 25 Aug 2006 14:15:54 +0200

Subject: Reports of industry working groups on asset management

Dear members of the FSCG,

As presented by DG MARKT during the last FSCG meeting of 20 June 2006, a number of initiatives have
been launched in preparation of a White Paper on investment funds, to be brought out by the end of this
year.

More information is available through the specific web page managed by DG MARKT
(link: http://ec.europa.eu/internal_market/securities/ucits/index_en.htm).

In particular, the Commission would be interested to have your opinion on the results of the three working
groups of the industry in the field of the investment funds (one on market efficiency and two on alternative
investment funds, concerning private equities and hedge funds), whose reports are summarised here:

<<overview_reports_en.pdf>>

The full reports, including an annex to the report of the group on the efficiency of the financial markets, are
available through the following link:

http://ec.europa.eu/internal_market/securities/ucits/index_en.htm#reports

Retail investor representatives took part as observers in the groups on market efficiency and alternative
investment funds. However, the Commission services would also appreciate the input of the FSCG
members, and consumer associations in general, before preparing the White Paper. We would like to clarify
that we are not looking for a formal "FSCG response" to these reports, but rather any feedback that you, on
behalf of the consumer organisations in this country, feel would be relevant.

If your responses are sent before September 20, they will be carefully studied and taken into account by
Commission services when preparing any relevant sections of the forthcoming White Paper. The email
address is :

markt-consult-july-2006expertgroups@ec.europa.eu

(Please indicate clearly if you would like your submission to be treated as confidential: otherwise, your
written reaction will be made public on this webpage).

Should you have any questions or need clarification on the above, please do not hesitate to contact us.

We look forwards to seeing your comments,

http://it.£262.mail.yahoo.com/ym/ShowLetter?box=Inbox&Msgld=2655_288126_117... 28/08/2006
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Documenti:

& overview_reports_en.pdf (147k)
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